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FINANCIAL NEWS
AND COMMENT

Causes Back of Drastie Liqui-
dation in United States
and Japan,

INDICATE CREDIT STRAIN

Safeguards of Our Market and
Need for Conservative
Financeering.

By WILLIAM JUSTUS BOIES,

The sensational decline In  ntock
market prices In a wesl when extremely
interesting facts touching tha collapae of
eredit in Japan were clalming the first
pages of the newspapers emphasized
ones agaln the serlousness of worldwide
eredit strain.  Japan is, of courss, an
Infinitely poorer country than the United
States, but the panie In that country,
Iike the forced security liquidation here,
was traceablo chiefly to Infiation wnd
high prices, extravagant living and
wasteful expenditures. From a country
having n large trade balance In ita favor
during the war perfod, it has shifted its
position to that of & deblor nathon, with
an Import balance of $100,000,000 to ant-
tla for accumulated durihg tha first
quarter of 1920 nlone. Reckless speou-
lation was Indulged In and for a time It
wis diMeult to convinee her people that
ansy profits would not continue indefin.
ftely,

Cartailing FExtravagance,

If the American people can learn any-
thing from the experionce of others they
should reallze that this natlon paust put
ita  Industrinl  house In  order and
strengthen wenl spots In (ts credit struc-
ture. Instend of being forced to spend
$18,000,000 o day for running the Gov-
ernment, making record purchases of
Jewelry and greclous stomes at the high-
est prices ever known and indulging In
extravagant lving on a scale which
mnkes nocessary the withdrawal of an
Immense body of akilled labor needed for
productive employment, we must cut
down our loan acecount In accordance
with the financlal requirements of easen-
tinl Industry. If we fall to ndopt safe-
gunards we shall experlence a financial
disturbance nearer homa than Japan and
of much greater moment than that which
forced the closing of the Toklo Stock Ex-
change, That sltuatlon s recognized
fully by the Federal Reserva Board,
bunkers, economists and business men of
large affalre. The world Is heavily short
of credit, largely becaure Government
costs are at record level, when neces-
saries of lfte are selling at prices so
high as to force & portion of the popula-
tion to go undernourizhed.

Potential Strength,

We have enormous reserve capital and
and resources to full back on and there
is no reason why this country should
experience financial disturbance of any
kind 1f its people have the forethought
and the will power to do business on the
rafety first principle instead of dis-
aipnting thelr substance In wasteful ex.
panditures. Hurdens of reconstructlon
are second only to burdens of war, be-
cause complications which have de-
veloped slnee the signing of the armis-
tice have pliced simost erushing bur-
dens on the people, The American gold
supply has been the target for every
hard pressed niution ever since the task
of reatoring Kurope'a crippled machinery
was taken up. Such one slded demands
of mammotl proportions dislocated for-
elgn exchange and forced such a depre-
¢latlon in forelgn currencies as to make
purchases of supplles In the United
States difficult for our forelgn cus-
tomers. The result has been that our
export excess, although atill wall above
normal, has diminlshed, owing chiefly
to increase of §1,300,000,000 in Imports
in nine months,

Fluancing Commerce.

As forelgn buying in this country has
been mnde more difficult by the unprece=
dented brenk In exchange and the re-
sultant advance in dollar credits abroad,
forelgn selling to the United States has
beenn made easler, und thus for some
forelgn manufnciurera to compete ef-
tectively for American business with
manufacturers and producers of this
country has become possible, The atrain
on credits hes been Intensified by the
abnormally high price level at which
business has been done and the sequence
of wage advances, reduced output and
alarming Inefficlency of labor. We I8~
gued more securities last year than ever
before and in naddition attempted to
flont & prodigious amount of forelgn
Government securities In this country,
Thoss total emissions were In excess of
our national savings and, inastead of do-
ing extra worlt needed to bring pro-
duction up to consumptlon, there has
peen & materinl decling in the country’s
{ndustrial output. The credit straln haa
pesn Increassd further by three costly
strikes In basic Industries in a few
months and the freight Mockads, tie-up
of horbor traffic and shortening of the
working day In many Industries have
added grestly to tha difficulty of ro-
ducing the loan account,

Commercial Borrowingas,

At the time when the banks had those
difMeculties to eontend with the move-
ment of pgold to South Amerlea an-

| sumed large proportions, weakening the
'oredit basls at the moment when cor-

porations and businesa firma, acous-
tomed to sell thelr paper to reserve

|city banks In lorge volume found that
| market practically closed to them. The

result has been that hundreds of thome
borrowere, finding It impossible to sell
their paper In the open market, weare
forced to ask banks for accommodation
to keep golng.  The banks have stood
the strain well and, with cooperation of

|the ¥Federnl Reserve Board, have dis-

eriminated sharply between non-essen-
tial loans and productive credita  That
diserimination probably has been more
emphnsized In England than here, be-
cause complications of the London
muarket haye besn more complex and
the straln of longer duration, But the
whole world is confronted with the
nesd of curtalling unnecessary borrow-
Ings to conserve banking resaervea and
provide m gold base for credit expan-
slon which must come whaen crops begin
to move.

Neceasary Loans,.

fallroads must be put in first class
order and pimitted to earn enough
revenue  to maintain them In  good
American #t¥le. The people reallze at
last that it must be done, becauss with-
oul  adequale transportation facilitles
our elaborate Industeia] mechanism wil)
be of Uttle avall to customers at home
or abroad. The country has the best
rillroad law it ever had, and thero s
reason to belleve that the greater In.
terstate Commerce Commission will
ndopt & much more conclliatory attitude
in dealing with roads, operations of
which wero humpered badly by Federal
and State authoritles before the world
war began., Hut a people who can
spenid  $6,000,000,000 this year for au-
tonmbiles, more than three-quarters of
which will be plensuee vehicles, ought
to provide $1,006,000,000 or $2,000,000,.
onn next year to sirengthen the most

highly developed rallroad service in the '

world. That is what they will do, and
the probabliity is that ultimately they
will clear handsome profits from such
investments,
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